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UNIT TRUST OF INDIA (AMEND-
MENT) BILL

THE DEPUTY MINISTER IN THE
MINISTRY OF FINANCE (SHRI-
MATI (SUSHILA ROHATGI): Sir,
T beg to move:

*That the Bill further to amend
the Unit Trust of India Act, 1963,
be taken into consideration.”

Sir, when the Parliament was not
in session, gn Ordinance was promul-
gateg on 31st October. 1975 amending
the Unit Trust of India Act, 1963. A
~ statement indicating the circumstances
- which necessitated the promulgation
of the Unit Trust of India (Amend-
- ment) Ordinance 1975 has already
been laid on the Table of the House.

Hon'ble Members are aware  that
‘the Unit Trust of India was estab-
lished in 1964 with an initial capital
of Rs. 5 crores to promote public sav-
ings through the sale of units. The
primary objective of the Trust is to
encourage and mobilise savings of
the community anq channelise them
intp productive corporate investments
s0 as to promote the growth and di-
versification of the country’s econo-
my.

During the last 11 years of the
operation of the Unit Trust of India
almost the entire sale of units has
~ been confined to the country and sales
to Non-resident Individuals constitu-
ted a negligible portion (about 1.7 per
~ cent) of the total sales of the Unit

Trust of India.

Government hag been recently exa-
mining various guggestions to mobilise
the savings of the nonresident Indians
.and aliens of Indian origin living ab-
road and to facilitate investment in
India by those people and to improve
remittance from Indians earning ab-
road, In this connection Government
hag examined wvarioug suggestiong and
4t was considered appropriate that the
income earned by  non-resident

Unit Trust of 286
India (Amdt.) Bill

Indians and aliens of Indian origin on
investments in units of the Unit Trust
of India purchased from Non Resident
(External) Accountg are made tax
free and are brought at par with the
fixed deposits by these people in the
nationaliseq banks. At present, while
in respect of Non Resident (External)
Accounts the interest earned by nen-
resident Indians is totally free of in-
come tax and no tax is withheld, this
did not apply to non-resident unit-
holders who secured exemption only
upto Rs. 5,000 allowed to all Indian

investors.

In ovrder to bring the Non-resident
Indian unit holders at par with the
bank depositors in thig category, the
Unit Trust of India (Amendment) Or-
dinance, 1975 was promulgated on
31st October, 1975. which inter alia
provides that:—

Income earned from Units of the
Unit Trust of India purchased by
non-raesident Indians and aliens of
Indian origin from Non-Resident
(External) Accounts gr through re-
mittance of foreign exchange will
be free from income tax. The Ordi-
nance further envisages that invest-
ments in Units by the above men-
tioned persons, either from Non-
Resident (External) Accounts for
through remittance of foreign ex-
change, will also be free from wealth
tax.

The impact of the Ordinance ap-
pears to be favourable snd a iarger
number of non-resident Indians and
alieng of Indian origin are likely to
make investment in Units the Unit
Trust of India; thus improving the in-
flow of foreign exchange ints the
country. The Unit Trust of India has
already launched a campaign in differ-
ent foreign countries where the poten-
tiality of investment in Units appear-
ed to be greater and arrangements
are being made with the help of our
Embassies, Consulates anq  overseas
branche; of the State Bank of India
to appoint agents in these countries
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for convassing business for the Trust.
It ig reported that as g result of the
initial efforts, applications for invest-
mentg in Units totalling severa] lakhs
of rupees have already been received
by the Umt Trusi of India.

It ic hoped that with the enactment
of ithe present legislation and the
effort; underway the investments in
Unit Trust of India by Non-Resident
Indians and aliens of Indian origin
will improve

Sir, the present Bill secks tu r1eplace
the Ordinance issued on 31st October
1975 and will come into effect from
that date. I request the House to
unanimously accept the Bill.

Sir, I move

MR. CHAIRMAN: Motion moved.

“That the Bil] further t; amend
the unit Trust of India Act, 1963, be
taken into consideration®

SHRI C K CHANDRAPPAN (Tel-
licheriv): Mr. Chairman, Sir, we
have no objection 1n passing thig Bili
because it will provide the Indians re-
siding abroad the facilities whjch are
already there in regard to the invest-
ment in the commercia] banks So,
as a matter of policy, T do not think
that the Government has broueght for-
ward anything new

At the same time, I do not under-
stand one thing In this very House,
on previous occasions, the Chair has
told the Government that unless it is
very essential, it is not good to pro-
mulgate an ordinance. I really fai] to
understand what wag the urgent ne-
cessity behind promulgating this Or-
dinance for regularising a certain
thing. It wag absolutely not neces=-
sary The Ordinance was promulga-
ted on 31st October. From 31st Octo-
ber till the day on which the Parlia-
ment met, I do not think the Govern-
ment has achieved any tremendous
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break-through in mobilising the re-
sources by way of foreign exchange in
Unit Trusts. I would like the hon.
Minister, while replying to the debate
to enlighten the House pg to whatr was
the reason for the Government to pro-
mulgate this Ordinance and take the
House for granted that it will just ap-
prove it

Then, the hon. Minister said that
there is a good response to the Ordi-
nance and that several lakhs of dol-
lars or several lakhs of rupees worth
of foreign exchange agre being attract.
ed by the Unii Trust of India. I would
like her to be more specific to tell us
what exactly has been the response.
From that, one can understand whe-
ther it was justifiable to promulgate
this Ordinance in such a haste.

The thirg point that I would like
to make ig about the functioning of
the Unit Trust of India. By vay of
fulfiling an assurance given in the
House, the Government has sent cer-
tain orswers to me yesterdav where-
in the Govrnmnt says that the Unit
Trust of India i making a big invest-
ment in large industrial houses The
whole scheme of the Umit Tinst of
India is supposed to be the one by
which the small income group, the
midd'e income group and the pecople
whr 2re not very affluent will save
their little savings and they will be
utilized for the growth of our economy
in a rpurposeful manner While
introducing the Bill, the hon Minister
also said that the Governmcnt is
amending the Act and brirging for-
ward thig Bill with a view to attract
the foreign exchange so tha* the eco-
nomie growth of our country will be
made faster. I do not disagree with
that. But I disagree very much and
rather violently on this point that you
collect money of the poor ordinary
people and you invest it with large
industrial houses. I woulg like to
know to what extent they have inves-
ted the money in large industrial
houses through the Unit Trust of India
during the last several years. If that
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is the policy of the Government, then
[ fear une thing. Of cowse, 11 will
help the economic growth bui it wiji
not encourage the economi~ growth
with social justice about which ve are
talking go much. If we aro colloct-
ing money from the poor and givinz
it to the rich and the Unit Trust ot
India is a conveyor belt in deing this
process, then it will add to the dictor-
tion of economy. That is why I jee?
that, while answering, the Govern-
ment should come forward and sov
more ~pecifically what their policy is
in regard tp the investmen! of  the
Unit Trusy of India.

Lastly, in the same answer the
Government says that the Urit Tiust
is represented by Shri R. D. Pusalkar,
Shri M. V. Ajunachalam and Shri
D. C Randeria. This was as in July
1974. T would like to know who are
these gentlemen. Government should
nut try 1o escape hy sayving thar they
are truslees I know, they were the
trustees of the Unit Trust st that
time.

SHRI N, K P SALVE (Betul)
Thig is outside the scope of the Bill

SHRI C. K. CHANDRAPPAN: 1
support the Bill, but T would like that
the Unit Trust should function in «uch
a manner that it will  justify  tlos
amendment. That is the reason why
I am raising these points. 1 would
like to ask the Minister whethe
these people, ihe trustees, are big in-
dustrialists, whether they are leaders
of the Chamber of Commerce. I want
to know who are those people. Or,
do they belong to that small income
group who are investing in the Unit
Trust of India?

These are sume of the things I would
like the hon Minister {o answer while
she replies Otherwise, we support
this Bill.

Wl wE eI (adAT) . A
frm &t @aar #1 & QULqW AwAA
2006 LS—10
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THATE | zd A 7 il d g
A T wFAT 2 fr a8 aga wwTfa
& 1 ®ammar g frogs fad an g
E wngq wrr o afwa & w3
T8 #EE Atedl § ) 3fre ze ww
gfaar 90 arer 7 friz & 99 & 9ed
frm &

“Ag the Trust enters the firsl
vear of ils second decade, hbwever,
a4 measure of uncertainty has deve-
loped about the gbility af the Trust
tu play its role in future. The limi-
tation on dividend ag announced by
the Government would no  doubt
affect the Trust’s income by reduc-
ing the dividendg the Trust earns
from 1ts invesiments in  ordinary
shares. However, it may be noted
that ordinary shares are only one
component of the Trust's invesiment
portfolio ang that there are other
investments which are equally im-
portant but which would nol  be
affected by the Government's mea-
sures. Besides, the Trust would also
vary ils investment strategy in the
light of the developing conditions so
that is ability to  play its role,
though somewhat restricted, is not
impaired

11 5172525 F1 41074 FAET
a ¥ 1 TIEF wGAT 3T T ATHL FT
T gAT 21 WAT gaEA T S
a1 & gt fra avg ¥ foar amr 2

- - -
a2 & WY R OFAAAT SEAT & 1 THA
BT GE TTEES A HET AT ATAT B
a1 wEr # w2 ar §% 4few g

- - - - 1
a1 & FAR AT 3aa ¥ 7 b
Frefts 2T Fwifaar PR o F |
yg frfdz 2, 5 wafaiazz 31
# ws@al § T gan qrdy & wwafaar
& A 3EA £ e T WAt Al
wxd 7 & wawan § oo awiEa
- -
¥ @i oA § faw o1 g 62 & AT
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aprar A AT & W fa A agmar
a1 A WEA § I q9T Af w2
21w A A R g dfew
getezn w1 @ T oo wrar & qar
s gy ? wq w7 @t § frg afe
TFE O BIE  TEEIT F I AT
&7 A& q@ET dr ¢ 1 afwr aar
T ydm g @ e | 4T fod
&% ®7 WY AR AT 39 ¥ qAT AW
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gar 8, i wr v & wam gen
-
wafa wEwd T off, s W
fraaT aag WY &7 ?
Mam e een  ganfa w1, &
ot 5, 7 fare @t Jam Agar g o
qawfs af@ 1 AT AEE
AT AT FA ST @ |
18 hrs

The Lok Sabha then adjourned nll
Elevin of the Clock on Friday, Jan-
uary 10, 1976|Pausa 26, 1897 (Saka)



